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FOR COMMERCE ON PEACEFUL SEAS . . . 


The products and services of scores of industries were employed in building 
the $.S. America—the country’s greatest merchant marine achievement. 
Among the major suppliers of materials and equipment were at least 35 
companies whose securities are listed on the New York Stock Exchange. 
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OTHER PEOPLE’S BUSINESS 


r more cobblers stuck to their lasts, 


this would 


topsy-turvy world un- 
doubtedly be a pleasanter place in which 
to live and do business. Yet, in order 
to cobble effectively, the shoemaker has 
to keep abreast of customers’ tastes, he 
must fashion his services to anticipate 
alterations of the footwear market; and 
he can find advantage too, in keeping 
posted about the opinions and prejudices 
of the public he serves. 

Dropping the metaphor, the recent 
appointment of Roswell Magill, lawyer, 
to act with Curtis E. Calder, public util- 
ity executive, as a public Governor of the 
New York Stock Exchange provides a 
text of this order: Representing the citi- 
zenry at large, what contribution to the 
management of the nation’s principal se- 
curities market is expected from them? 

The Conway Committee for the study 
of the organization and administration 
of the Stock Exchange recommended in 
January, 1938, that three such members 
be added to the Board of Governors. 
The suggestion was adopted forthwith. 
The Committee prescribed no duties for 
the new entrants. The report merely 
advised that “such representatives be 
nominated by the President and ap- 
pointed by the Board of Governors for 


a term of one year, with full considera- 


tion to the public interest being given in 
their choice.” As a sort of qualification, 
the report noted, “The Committee has 
sought in framing its recommendations 
to preserve for the membership (of the 
Stock Exchange) the fullest measure of 
control consistent with the public char- 
acter which the market place has as- 
sumed in its evolution.” 

It is obvious that, with no obligations 
specified, the public Governors were put 
in the same position as a new corpora- 
tion executive who, given a desk, is 
directed to “make his own job.” Possibly 
this situation has had something to do 
with the recurrent vacancies. Busy men, 
preoccupied with their own affairs, are 
naturally more attracted to precise out- 
side enterprises than to any of a vague 
directional character. Pressure of time, 
alone, makes preferable a task set within 
definite bounds. 

To be pitchforked into the manage- 
ment of so complicated an organization 
as a stock exchange entails, for effective- 
ness, a wider experience than the aver- 
age professional or business man acquires 
in his own field of endeavor. In order 
to carry out the intent of the Conway 
Committee’s recommendation, the Stock 
Exchange would, as it was apparent at 


the beginning, need to enlist men whose 


interests were already broad-gauge; men 
whose background and contacts com- 
prised a wide segment of the national 
life. It was never considered by Stock 
Exchange authorities, nor by the Con- 
way Committee, presumably, that public 
Governors would become technicians in 
routine conduct of the institution. 

held 


much broader, if verging on the intan- 


Their natural was viewed as 
gible. The scope of their service was 
visualized to include what might be 
defined as the “practicalities” surround- 
ing the brokerage business in listed se- 
curities registering with their coi- 
leagues on the Board some of the im- 
portant reactions of the public to Stock 
Exchange rule and procedure which 
their contacts uncovered, and reinforc- 
ing the management in the postulate 
that the public interest is paramount. 
The fact that public Governors might, 
on occasion, be in a position to speak in 
behalf of groups of investors or substan- 
tial business interests may have, but 
probably did not, figure in the choice 
of early candidates. Rather, attention to 
a comprehensive economy, affecting the 
relations with the market place of busi- 
ness and industry as a whole, and in- 
vestment as a public necessity, were 


(continued on page 15) 








DISPERSION OF CAPITAL IN WAR 


| ere as a theme the liquidation 
which has occurred in British hold- 
United Steel 


since March 21, 


Ings of States common 
1929, students of market 
phenomena may trace a chronology of 
events that chart followers revere. As in 
the case of “chart readings,” however, 
mental reservations are necessary at some 
points along the way. 

The 367,153 Steel shares held by British 
investors on March 31, 1939, constituted 
peak holdings as far as recent quarterly 
reports show. Although the Germans 
had taken Czechoslovakia on March 16, 
the imminence of further troubles to 
come apparently aroused no_ insistent 
liquidation of this popular investment 
immediately. But on April 26 came Brit- 
ish conscription for the armed forces, 
which focused attention sharply upon 
developing dangers; and, in the June 
quarter, sales of British holdings of Steel 
rose tO 33,000 shares. 

Chronology, if an analogy between 
war and capital changes is to be argued 
for in this instance, falters slightly in the 
ensuing three months. Poland was in- 
vaded on September 1, England and 
France declared war on Germany on 
2, Poland surrendered 


September on 


September 21; yet in the quarter ended 
September 30, only 10,380 shares were 
sold. Perhaps British Treasury controls, 
as well as the safeguards which the 
United States authorities applied against 
hasty liquidation of American securities 
from abroad, had something to do with 
the relatively small reduction of British- 
held shares. At any rate, an opportunity 
passed for sales on a briskly rising mar- 
ket in New York. 

Steel common, it will be recalled, after 
selling as low as 41° on August 24, prac- 
tically doubled in price by September 
12, when the year’s maximum of 82%, 


Was rece ded. 


In the ensuing quarter sales were ac- 
celerated to 70,990 shares, or seven times 
the number liquidated in the September 
period. The shock to British—and world 

sentiment which Russia’s invasion of 
Finland caused on November 30, may be 
related to the shrinkage of Steel holdings 
in Britain. From January 1 to March 31, 


1940, only 10,000 shares were disposed of, 





\ LESSON FOR TODAY 


A people may prefer a free 
government; but if. from indolence. 
or carelessness. or cowardice. or 
want of public spirit. they are un- 
equal to the exertions necessary for 
preserving it: if they will not fight 
for it when it is directly attacked: 
if they can be deluded by the arti- 
fices used to cheat them out of it: 
if. by momentary discouragement. 
or temporary panic, or a fit of en- 
thusiasm for an individual. they 
can be induced to lay their liberties 
at the feet even of a great man. or 


trust him with powers which en- 





able him to subvert their institu- 


tions in all these cases they are 


more or less unfit for liberty: and 


though it may be for their good 


to have had it even for a short 


time. they are unlikely long to 


enjoy it. 





| 


JOHN STUART MILL 





in the period referred to at the time as 
that of the “phoney” war, when world 
emotions were lulled by military inac- 
tion. Then the swift invasion of Norway 
on April g, the tnvasion of Holland on 
May 10 and the blitzkrieg! In the quar- 
ter ended June 30 the liquidation of Brit- 
ish-owned Steel common amounted to 


no less than 194,350 shares. 


In fifteen months this  foreign- 
owned block of Steel declined to 47,975 
shares, a recession of 87 per cent. Solely 
as a financial operation, the liquidation 
would appear to have been put through 
On 


March 31, the eve of the liquidation as 


on reasonably favorable terms. 
cited, Steel closed in New York at 50. 
Except for the relatively short down- 
ward swing in May, the quotation has 
been substantially above that level most 
of the time and higher than 50 nearly 
all the way along. If 55 may be consid- 
ered a fair average, the 319,178 shares 
sold realized upward of $17,000,000. 
The significance of this commentary 
belongs less to price and the amount of 
cash involved than to the vast alteration 
in capital ownership which a great war 
impels. As a sidelight, it may be men- 
tioned, too, that American support of 
democracy abroad has been demon- 
strated in other ways than by quickened 
production of aircraft. True, much of the 
proceeds of sales of Steel common and 
many other foreign-owned securities in 
America are being used to pay for mili- 
tary supplies; but the readiness of Amer- 
ican markets to absorb a little-publicized 
How of capital from a beleaguered peo- 
ple, not all for direct purposes of war and 
constituting no slight burden upon the 
United 


States, commands a place in the record 


investment resources of the 
of these parlous times. 

The record must run parallel with the 
progress of the war, until war's conclu- 
sion and, in all likelihood, long after it. 
The shifts of capital now under way re- 
Hect the financial strength of America 
and its willingness to employ its means 
for the advantage of a neighbor; but the 
full economic portent of the cooperation 
involved will be clearer reading after the 
cost of American preparedness can be 


measured, in two or three years. 
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HAT adequate oil supply is a ques- 

tion of war geography is receiving 
daily demonstration. Refineries and oil 
storage tanks are targets of continual air 
raids by all belligerents: tanker trans- 
ports fall victim to blockade and counter- 
blockade; conventional outlets from 
major producing fields are endangered 
by war's exigencies. Rumania confiscates 
British-owned properties; Italy’s air force 
operates against Haifa, Mediterranean 
terminus of the Iraq pipeline! 

What will be the place of America’s 
petroleum industry in the swiftly chang- 
ing oil-trade scene? 

Though the skyrocketing activity that 
is setting new production records in 
some defense industries has not spread 
to petroleum, nevertheless the United 
States oil industry marked up in the first 
half of 1940 one of the most profitable 
periods in its history. 

Far from being a “war baby,” United 
States petroleum so far has been called 
upon to fill little more than the normal 
needs of peace-time. It has watched its 
world markets dwindle, until today, of 
its principal foreign outlets, only Eng- 
land and Canada remain. But height- 


ened domestic demand, more than off- 
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WAR ECONOMY 


setting export losses, and a satisfactory 
price structure in the early part of the 
year for many lines of petroleum prod- 
ucts, have produced profits for a number 
of leading companies that far outstrip 
those of the comparable 1939 period. 
Of the oil companies listed on the New 
York Stock Exchange, the first 25 to 
make their first-half results public re- 


ported a combined increase of 105 per 
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STANDARD OIL CO. (N. J.) 


cent in net profits. The total was $113,- 
692,268, against $55,483,985 in the corres- 
ponding period last year (See accom- 
panying table for earnings of individual 
companies. In line with the subject of 
this article, companies which are primar- 
ily holding companies or natural gas 
producers have been omitted from the 
tabulation.) As represented by the 37 


companies on the Exchange, the in- 





EARNINGS OF REPRESENTATIVE PETROLEUM COMPANIES 


ASSETS 


{IN MILLIONS 


OF DOLLARS) 


Atlantic Refining Co. S$ 203 
Continental Oil Co. of Delaware 128 
Houston Oil Co. of Texas 54 
Lion Oil Refining Co. 7 
The Ohio Oil Co. 134 
Phillips Petroleum Co. 223 
Plymouth Oil Co. 14 
Pure Oil Co. 179 
Quaker State Oil Refining Corp. 19 
Shell Union Oil Corp. 101 
Skelly Oil Co. 62 
Socony-Vacuum Oil Co., Ine. 930 
Standard Oil Co. of California 629 
Standard Oil Co. (New Jersey) 2.035 
| Sun Oil Co. 146 
The Texas Corp. 661 
Tide Water Associated Oil Co. 204 


Notes: (e) 


| Union Oil Co. of California 187 
estimated: (s) 


plus stock: (u) 


EARNINGS PER COMMON SHARE 


FIRST FIRST DIVI- 
HALE HALE YEAR DEND 
1940 1939 1939 1939 
$1.87 S040 $1.67 $1.00 
0.51 O54 1.35 1.00 
0.28 0.23 0.43 _ 
0.87 0.49 1.50 1.00 
0.55 LOSS LOSS a 
1.43 0.85 p 2.00 
0.97 1.15 2.38 1L40(5) 
0.09 (Ce) 0.12 1.10 0.25 
O17 0.60 La 1.10 
0.65 0.09 0.76 0.50 
1.42 O57 1.99 0.75 
0.80 Ce) 0.54 (e) 1.10 0.50 
0.79 0.54 1.38 1.10 
3.19 (e) (u) cea | 1.25(s) 
1.91 0.34 2.74 1.00 
2.40 (e) 0.64 3.02 2.00 
0.75 0.19 1.05 0.80 
0.43 0.57 1.25 1.05 


unavailable 
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dustry has a well-demonstrated ability to 
earn money without the stimulus of any 
sudden rush of foreign orders, or with- 
out any huge amount of United States 
defense buying. Of the total, 36 com- 
panies reported a profit in 1939, and 35 


made money in the drab year of 1938. 


Will Expansion Come to Oil? 


With expansion, rather than a “stand- 
still” basis, providing the keynote of the 
national economy, oil stands to the front 
as one of the vital industries to be ex- 
amined in this respect. But future in- 
creases in its production have no clear 
outline, being even more obscured than 
in many other industries in which it is 
argued that should foreign orders stop, 
United States re-armament buying will 
take up the slack to insure satisfactory 
levels of operation. Planes, trucks, tanks 
and ships have to be built betore gaso- 
line, fuel oil and lubricants are needed to 
run them. 

Shutting off of one foreign market 
after another has presented a gloomy ex- 
port picture to the industry. The em- 
bargo on exports of aviation gasoline to 
countries outside the Western Hemis- 
phere may well be necessary to national 
preparedness, since production of this 
high-grade fuel constitutes a potential 
bottleneck. But extension of export li- 
cense controls to include all oil shipments 
to Spain and Japan for the purpose of 
“conserving the stores of materials essen- 
tial to the national defense” has appeared 
less vital — at least, as far as preparedness 
is concerned—since no shortages threaten 
in other branches of the industry. 

Crude reserves will prove ample to 
meet any anticipated demands, accord- 
ing to the trade, and refining capacity for 
most lines of products is sufhicient to 
meet any conceivable contingency. 

An European war going “all out” and 
daily consuming large quantities of gaso- 
line and fuel oil very emphatically is not 
the export picture the petroleum indus- 
try seeks. What it wants is to regain the 


normal markets lost through blockades 


4 


affecting neutral countries, and through 
the rationing of gasoline to civilians in 
both neutral and_ belligerent nations. 
Spain, for example, prohibits the opera- 
tion of private automobiles of more than 
25 horsepower, and gasoline purchases 
for other vehicles have been restricted to 
six liters (1-1/5 gallons) per horsepower 
each month. The price of gasoline to 
tourists is the equivalent of $2 a gallon! 

Private motoring in England has been 
cut by 75 per cent since the start of the 
war, it has been estimated, both through 
rationing restrictions and as a result of 
blackouts. 

If exports are to decline almost to the 
vanishing point—leaving large fleets of 
tankers idle, as well as adversely affect- 
ing the amount of this country’s produc- 
tion—then the course of industry profits 
in the second half year will depend more 
than ever before upon staging a recovery 
in domestic gasoline prices. Between 
January 1 and July 1 of this year, accord- 
ing to National Petroleum News, the 
tank car average price of gasoline 
dropped from 6.10 to 5.35 cents a gallon, 
the net dealer tank wagon price slumped 
from g.78 to 8.89 cents, and the average 


retail price at gas stations in fifty repre- 





sentative cities fell from 13.53 to 12.53¢. 

Record-breaking Summer _ tourist 
travel within the United States, sales of 
home-heating oil burners ahead of last 
year and heightened industrial and rail 
activity are expected to make for an in- 
creased volume of business—thereby ful- 
filling one prerequisite to a satisfactory 


price structure. 


Foreign Trade May Shift for Better 


Shifts for the better may, however, 
occur in foreign trade. Partially to con- 
serve dollar exchange, England has been 
favoring Venezuela, the Netherlands 
West Indies, Iran, Irag, Trinidad and 
Rumania as sources of its petroleum sup- 
ply. Seizure by the Rumanian Govern- 
ment of the two largest oil enterprises in 
that country, the Astra Romana, owned 
by British and Netherlands capital, and 
the Steaua-Romana, owned by British 
and French interests, is curtailing one 
source. Access to the Iraq fields is being 
threatened, as mentioned, and hints of 
further operating difficulties are con- 
tained in the recent decision of the An- 
glo-Iranian Oil Company not to pay the 
final dividend for the year. 


(continued on page 10) 
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Product of Research and Kconomy 


Stock Exchange Broadens Its Program As It Finds 
Rewards Accrue from Internal Engineering Survey 


HE sight is commonplace of a rail- 

road bridge in process of reconstruc- 
tion without disturbance to the trafhe 
Howing over it. An analogous enterprise, 
although one invisible to passersby, has 
been progressing for many months at the 
New York Stock Exchange — a refine- 
ment of internal operations while the 
mechanism of the market place has con- 
tinued to function normally. 

Some of the results are recorded in the 
statement of income and outgo for the 
six months ended June 30, 1940, com- 
pared with the corresponding 1939 peri- 


od, as follows: 


now entering a more comprehensive 
phase. 

The reference is to a broadened study 
of Stock Exchange problems already 
under way, with the consultative assist- 
ance of the management engineering 
firm of Stevenson, Jordan and Harrison, 
as announced a few days ago. 

Some of the recommendations made 
by the Conway Committee, which have 
guided the reorganizational work, may 
be quoted from the Committee's report 
in order to illustrate the setting of the 
stage: 


Testimony has been heard indicating 





STOCK EXCHANGE 
AND ALLIED 


SIX MONTHS 


1940 1939 
SIX MONTHS 


ORGANIZATIONS ENDED JUNE 30 ENDED JUNE 30 
Operating Income $2,766,765 $2,601,372 
Operating Expense 2,776,567 2,937;732 
Operating Loss 9,802 336,360 





The figures apply to operation of the 
Stock Exchange and allied organizations, 
exclusive of charges for depreciation. Re- 
ceipt of initiation fees to the amount of 
Si 14,000 in the first SIX months of 1940, 
which are credited to capital account, are 
not included in the statement of operat- 
Ing income. 

In the light of parallel measures being 
taken to chart the Exchange’s course, it 
is hoped that the cited gains may be con- 
sidered as tokens of additional advan- 
tages to be obtained as time goes on. For, 
under the inspiration supplied in Janu- 
ary, 1938, by the Conway Committee for 
the Study of the Organization and Ad- 
ministration of the Stock Exchange, a 
planned program of research has been 


carried through its initial stage and is 


a feeling that the scope of the Exchange 
should be considerably broadened. This 
line of thought takes various forms. 

It has been proposed, for instance, that 
a largely increased body of brokers and 
security dealers should be admitted to the 
Exchange by creating a class of associate 
membership so as to make connections 
with the Exchange available to a largely 
increased group. 

It has been suggested that issues of 
many more companies should be ad 
mitted to trading on the Exchange. 

It has been suggested that methods be 
worked out by which the floor members, 
or Exchange houses, should divide com 
missions with non-members. 

We feel that the attention of the Ex- 
change should be directed toward this 
problem. In the public interest there is 
real reason for feeling that a greater body 
of investors might have their attention 
more often directed to Stock Exchange 
securities. From the point of view of the 


Exchange, it may conceivably be that an 
increased volume of small trading would 
result which would assist liquidity. 

We do not undertake to prejudge the 
answer to the problem, nor to pass upon 
any suggestions offered. We do feel, 
however, that they, and the problem 
which brings them into existence, merit 
careful and especial study. 

To this array of realistic subjects for 
study and analysis, the Stock Exchange 
has added others to be considered in the 
present phase of the program. An over- 
shadowing, athough intangible, subject 
for further research has to do with the 
slender volume of business on the Ex- 
change. The Conway Committee ap- 
proached this theme from a direction 
somewhat different from that marked by 
“trading volume” alone. The Committee 
discussed the problem of liquidity; the 
continued dull status of the securities 
market was taken into account and cer- 
tain factors involved were mentioned 
bluntly. 

“This (liquidity) is primarily an eco- 
nomic problem,” said the Committee, 
“and turns only partly on the organiza- 
tion of the Exchange. Yet it is worth 
while to state what has been happening. 

“For a considerable number of years, 
the function of carrying securities from 
an investor who wishes to sell to an in- 
vestor who wishes to buy has been per- 
formed by a great number of people. 
They include daylight traders, brokerage 
houses trading for their own account, 
specialists, large speculators, small spec- 
ulators, operators on large and small 
accounts, and the like. 

“Modern thought has been restricting 
the number of people who engage in this 
function. The Stock Exchange began it 


by cutting out shoe-string margin trad- 
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ing some years ago. Such restrictions 
have value. We do not indicate any 
criticism of this. There has been much 
analysis and some criticism of the groups 
who perform this function now. There 
has been little thought devoted to who 
shall perform the function of those 
groups in case they, or a substantial part 
of them, be eliminated. 

“To this problem, we feel any adminis- 
tration of the Exchange, whether organ- 
ized in accordance with this report or 
not, Must give serious attention. We 
think, however, that the study must not 
be merely critical; it must also be con- 
structive, so that whenever an existing 
part of the financial machinery is elim- 
inated or slowed down, an adequate 
method of liquidity is substituted in its 
place.” 

The further research into problems 
surrounding lack of volume — a shrunk- 
en public interest — edges over from the 
physical elements dealing with market- 
ability into the field of economics. Ques- 
tions like these press forward for exam- 
ination: 

Why should the people of a richly 
productive country suffer a decline of 
interest in stocks for investment or trad- 
ing purposes, persistently, irrespective of 
periodic evidences of substantial corpor- 
ate earnings? 

Are member firms and the Stock Ex- 
change neglecting opportunities to pre- 
sent the qualities of sound securities to 
the public? 

How far may preoccupation with mili- 
tary and political affairs abroad and at 
home be affecting private investment 
schedules in America, resulting in an in- 
definite “watch and wait” attitude? If 
so, What means may be found to break 
the log-jam? To what extent are Federal 
legislation and regulations creating bot- 
tle-necks in the financial markets ? 

In what respects may the rise of an 
economy affected by defense prepara- 
tions in the United States influence the 
plans of investors? 


Does the brokerage community, reach- 


6 


ing out from the market place in New 
York to the Pacific Coast, require greater 
cohesion and unity of effort for the 
tendering of its services to the public... 
a concerted movement toward closer re- 
lations with the great body of current 
and potential customers ? 

As to this last item, which is receiving 
the urgent attention of the Stock Ex- 
change and is discussed on another page 
of this issue, the Conway Committee 
went to some length. “The studies of the 
Committee,” said its report, “indicate 
that a large part of the public has very 
little understanding of what the New 
York Stock Exchange really is. It appears 
to be true that in large segments of the 
population no one understands what the 
Stock Exchange does . . . Even within 
financial circles, there seems to be a con- 
siderable degree of misunderstanding 


... To some extent, these misunderstand- 


ings may be unavoidable. But they can 
be minimized in considerable degree, 
especially if the Exchange should solve 
the problem of broadening its base.” 

Guided by the Conway Committee's 
findings, the Stock Exchange manage- 
ment has followed a course since 1938 
which produces savings in operating 
costs as an effectual by-product of a broad 
program. Decision to continue research, 
with the aid of management engineers, 
into a wider, and deeper, area of eco- 
nomic fact-finding offers a commentary 
on modern Stock Exchange procedure. 

The elimination of haphazard steps 
for the improvement of services and the 
broadening of service bases is indicated. 
Recognition is evidenced of the adage 
that “haste makes waste,” or results in 
lack of a full understanding of a prob- 
lem with consequent half-way measures 
to solve it. 











MARKET VALUE OF COMMON STOCKS LISTED 
ON THE NEW YORK STOCK EXCHANGE 
Assembled by Industrial Groups 

No. of Market Market  (< Change © Change 
Issues Value Value _— 29 April 30 
. » 29 v31 0 to 
J uly 31 ane, =. July 31 July 31 
Airplanes. Airways, Airports 16  $ 509591 $ 532,263 + 44% 24.6% 
Amusement Industry 13 128,545 132,742 +- 3.3 21.4 
Automobile Industry 60 2,802,942 2,976,690 + 6.2 16.3 
Building Industry 26 364,580 390,160 +- 7.0 —22.1 
Business & Office Equipment 9 228.354 234,202 + 2.6 20.8 
Chemical Industry 66 5,102,896 5,268,950 +. 3.3 14.9 
Electrical Equip. Industry 16 1,288,624 1,386,364 +- 7.6 11.1 
Farm Machinery Industry 6 336,639 354,115 + 5.2 19.4 
Finance 28 651,048 690,060 tL 6.0 23.3 
Food Industry 56 2,135,364 2,143,557 0.4 18.2 
Garment Manufacturers 5) 29.709 29,084 2.1 21.9 
Land, Realty & Hotels 5 10,106 10,001 1.0 19.6 
Leather & Boot Mfr's. 11 146,044 137,327 6.0 18.7 
Machinery & Metal Industry ri 1,139,095 1177,715 + 3.4 18.4 
Mining Industry 37 1,097,583 1,149,231 + 4.7 23.1 
Paper & Publishing 26 213,140 226,838 1. 6.4 24.4 
Petroleum Industry K i 3,227,583 3.332.776 + 3.3 -18.9 
Railroad Industry 83 2,165,178 2,233,363 + 3.1 —10.0 
Retail Merchandising 68 1,933,992 2,045,960 + 5.8 14.0 
Rubber Tire & Goods 7 122,615 125,818 + 2.6 31.4 
Shipbuilding & Operating 7 10,785 45,578 -+11.8 33.9 
Shipping Services t 1,411 4,401 0.2 34.7 
Steel, Iron & Coke 37 1.371.581 1,419,381 + 3.5 12.1 
Textile Industry 22 157,259 167,361 + 64 20.4 
Tobacco Industry 21 1,296,623 1,274,145 LZ 15.5 
All Public Utilities 17 5,557,720 5,604,438 + 0.8 7.5 
U.S. Co’s. Operating Abroad = 25 $16,218 $11,443 — 1.1 25.4 
Foreign Companies 14 526,758 555,351 + 5.4 25.5 
Miscellaneous Companies 9 65,043 69,223 + 6.4 20.7 
Totals $32 $33,070,026 $34,128,537 + 3.2% 15.5% 











AN EARNEST 


7 1SION, persistence and organized 
\ cooperation are required to carry 
out this program: 

To weld into an effective, articulate 

unit some 43,000 persons, resident in 

307 cities of 43 states and conducting 

specialized business which, in im- 
portant respects, touches people’s lives 
as intimately as any other service ex- 
cept the purveying of food and clothing 
and the furnishing of shelter. 

The New York Stock Exchange has 
undertaken such a program in behalf of 
its members, member firms, partners and 
personnel throughout the country, who 
comprise the 43,000. The enterprise in- 
volves: 

A cooperative endeavor to enlarge the 

public’s interest in sound securities; 

An aggressive and continuing demon- 

stration, on a nation-wide scale, of the 

utility of Stock Exchange facilities. 

The background of the Stock Ex- 
change’s endeavor contains many ele- 
ments. Among them is the public’s 
increasing indifference to securities in 
recent years, a development which has 
tended to restrict market activity at home 
and abroad. More to the point as an in- 
centive for organizational effort is the 
desirability of emphasis upon sound se- 
curities as investments in a period when 
the public mind is confused as to prac- 
tical mediums for the employment of 
money. 

Only slightly subsidiary to the need, 
as a service adjunct, for stressing the 
great variety of securities which are avail- 
able for income or capital operations, 
stands the desire among Stock Exchange 
authorities for a wider and more precise 
understanding of the service of the Stock 
Exchange and member firms, not only 
by the public but also in quarters directly 
engaged in the brokerage business. 

The Roper Survey of public knowledge 
of, and reactions to, the Stock Exchange 


as an institution, which has been detailed 


ENTERPRISE [S LAUNCHED 


in Tue Excuance, showed plainly that 
much room exists for the dissemination 
of accurate information about the func- 
tions of the market place. 

And high-lighting the road to member 
firm solidarity in contacts with buyers 
and sellers of securities is the desire to 
stimulate an esprit de corps; to increase 
diligence in the task of supplying intelli- 
gent, desirable service to investors and 
traders; to make more rugged the pub- 
lic’s respect for the brokerage business as 


a stout arm of the nation’s economy. 


Can Proceed with Confidence 

The Stock Exchange, 1940 model, is 
equipped to proceed with confidence in 
the work of making its organization 
more cohesive and more articulate. The 
basis of the campaign for closer coopera- 
tion of members and member firm per- 
sonnel contains logic difficult to challenge. 
It derives from a realistic fact: Stock Ex- 
change utility, tested successfully in the 
economic dislocation produced by war, is 
more essential to investors than it was 
in easier times. 

Such observation transcends the day- 
to-day spectacle of a smail volume of 
trading on the Stock Exchange. It con- 
tains enough practical realism to soar 
higher than the comfortable status which 
prevails when dealings are active and 
brokerage income more satisfactory than 
it has been of late. The Stock Exchange's 
usefulness, as participants in its work 
realize when they stop to analyze it, 
centers in the degree of public confi- 
dence which it enjoys. As confidence in 
the bona-fides of the Stock Exchange as 
a service institution is crystalized through 
the efficient satisfaction of customers 
needs, the utility of the country’s prin- 
cipal organized market will not be 
questioned, 

Generally speaking, the best time to 
seek internal cooperation in so far-flung 


an organization as that of the New York 


Stock Exchange is when conditions are 
difficult, when every customer’s require- 
ments demarid close study; when, too, a 
modest flow of business bestirs brokers 
and their staffs to find means to make 
the flow larger. At such a time, it is less 
difficult to prepare the groundwork for 
the periods, which only the congenital 
pessimists scoff at, when investment and 
trading will again test Stock Exchange 
flexibility in the handling of large-scale 
totals of business. 

The extensive field work involved in 
this program will be directed by a special 
liaison officer, who will serve as Special 
Assistant to the President, working un- 
der the direction of the President and the 
Committee on Public Relations. 

From an editorial chair, the Stock Ex- 
change program may be examined in its 
geographical aspects. To knit together 
firmly, with a fully cooperative intent. 
so great a group 1n so many communi- 
ties, is obviously a task requiring time, 


thorough planning and no little tact. 


Problems Vary with Locality 

The brokerage business in New York 
State involves problems which are differ- 
ent from those to be found in Illinois, or 
North Carolina or California. The kinds 
of securities which appeal to buyers for 
income or for speculation vary among 
separate localities. Local developments in 
general business have transient influence 
in particular communities which may 
not be felt elsewhere at the same time. 

Such scattered forces, with a bearing 
upon brokerage usefulness to customers, 
require attention shaped by local condi- 
tions; but the driving power behind the 
Stock Exchange’s vision of national unity 
among members, allied members and 
firm organizations is expected to produce 
not only a broader understanding of 
Stock Exchange facilities, but a wider 
appreciation of the merits of sound stocks 
and bonds. 


~ 





Resurgence of private enterprise—both finance 
and industry—to the front rank as the primary 
defender of the nation in time of threatening 
war stands out as one of the leading develop- 
ments of the preparedness drive. 

Difficult to dramatize in normal times, when 
industry’s products and services are taken for 
granted, the role of finance and business sud- 
denly is vital and real as manufacturing production 
becomes essential in meeting the nation’s re- 
quirements for defense. 


Cooperation between government and 
business in preparedness steps like those pic- 
tured here, which many manufacturers are 
today taking, holds the key to the success of 
the defense plans. 


Congressional committees work out the principles of the program which 


is to provide the nation with an adequate defense. 
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4. New taxes and satisfactory provisions for amortizing new plants acquired 5. 


In New York, manufacturers turn to the financial district for the services 
for defense purposes are subjects for legislative study. 





of investment bankers in underwriting new securities. 





2d the Wheels of Defense’ 





am which 2.. Plans and specifications for new defense equipment take shape on® 3. Questions of plant expansion and financing in connection with “defense 
drafting beards in government offices at Washington, D.C orders” are resolved in company directors’ meetings. 
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he services 6. Members of an underwriting syndicate sell new securities for industry 7. A new manufacturing plant is built with the pooled resources of many 
S. expansion to private and institutional investors. thousands of investors, living in all parts of the country. 
Photos by HARRIS & EWING - GALLOWAY - GENDREAU - CUSHING 





First Half Earnings High 
for Listed Companies 


— at about the same level 
in the second quarter as in the first, 
corporate earnings scored a sharp rise in 
half of 1940 
ago. Of 


with common stocks listed on the New 


the first over the same 


period a year the companies 
York Stock Exchange, the first 392 to 
make their results public reported an 
increase of 44.5 per cent in net profits. 
The total was $1,024.584,514, against 
$709,234.359 in the first half of last year. 

Gains were widest in the steel, ma- 
chinery and metal, petroleum, aviation, 


paper and railroad industries (see ac- 





Aviation Industry 
Automobile Industry 
Building Industry » 4% 
Business & Office Equipment . 
Chemical Industry 
Electric Equip. Industry 
Finance P 
Food Industry . as 
Machinery & Metal Industry 
Mining Industry 
Paper & Publishing 
Petroleum Industry 
Railroad Industry 
Retail Merchandising 
Steel, Lron & Coke 
Textile Industry 
All Publie Utilities 
Other Companies . 
Totals Po a ae 
Note: L—loss in Ist half, 1939 





REPORTED FIRST HALF 


companying table). In fact, every group 
cited in the tabulation made an improve- 
ment — this before any sizable stimulus 
from the national defense program and 
despite wide dislocations in foreign trade. 

Of the entire group, only 35 compa- 
nies failed to show a profit. And aggre- 
gate losses amounted only to $23,551,859, 
less than 214 per cent of the total profits 


ne 
30,373. 


of Srio4S,1 (Approximately $19 


millions of the deficit total were in- 
curred by the railroads.) 
The June period marked the third 


consecutive quarter in which earnings 


EARNINGS OF 392 COMPANIES 
HAVING COMMON STOCKS LISTED ON THE NEW YORK 
STOCK EXCHANGE—ASSEMBLED BY INDUSTRIAL GROUPS 
NUMBER OF NUMBER NET INCOME (> CHANGE NUMBER 
COMMON SHOWING Ist HALF IN GROUP NET SHOWING 
STOCK NUMBER NET PROFITS 1940 INCOME IMPROVEMENT 
ISSUERS REPORTING = IST HALF ee yd - _" pry ig 
(6 30 40) TO DATI 1940 Combined Losses) 1939) 1939) 
16 8 6 S  14,337.266 + 92.1% 6 
59 34 32 175.673.0605 + 2a 32 
26 14 13 12,265,289 + 2h 9 
9 0 6 9,029,459 + 22.4 5 
65 34 34 116,757,313 + 2m 28 
15 12 1] 43,842.564 + 69.4 1] 
28 10 10 19,160,859 + 10.7 9 
a4 25 24 69.760,626 + 60.9 14 
70 12 4] 26,477,290 ENS, 1 7 
5 19 17 21,455,569 66.9 17 
29 14 14 11,117,645 81.7 12 
37 25 23 113,692.268 + 104.9 16 
+) 29 2] 38.832,307 b 27 
66 23 8 17,412,835 - LS 13 
7 29 26 94,362,533 + 274.4 24 
ae 12 8 7,958,580 34.7 6 
15 20 20 187,472,945 1  B2e 12 
12) 36 33 44,976,101 + 08 2 
813 392 357 $1.024,584,514 + 44.5% 299 


have been maintained at’ near-record 
levels for recent years — in contrast to 
the course of stock prices, generally. On 
July 31, 1940, the market value of aii 


listed shares stood at 939.991,°65.9 7, 
nearly $5 billions lower than on the same 
date the year before. 

For 343 companies which report on a 
quarterly basis, combined net income in 
the second quarter was $452 millions, as 
against $478 millions in the initial period 
of this year. 

Increased reserves set up for taxes in 
the second quarter, plus adjustment of 
first quarter reserves to the higher Fed- 
eral corporate income tax rate (charged 
against second quarter operations in 
many cases) were contributing factors 
in preventing earnings for the second 
quarter from forging ahead of those for 


the first three months. 
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AN INHERITANCE FROM THE 1930's 


N apparent stock market anomaly 
A which puzzles many people is statis- 
tically emblazoned by such contrasts as 
these: 

Since 1933 the number of shares listed 
on the New York Stock Exchange has 
averaged more than three times the aver- 
age annual total between 1920 and 1926. 
Yet in the last seven years (employing an 
estimate for the second half of 1940), the 
annual reported volume of transactions 
has been only a shade higher than in the 
1920-26 period. 

The yearly turnover ratio of sales to 
listings (the percentage of listed shares 
sold), has ranged, as studies by the Eco- 
nomist Department of the Stock Ex- 
change reveal, between 37 per cent and 
17.6 per cent with an average of 25.2 per 
cent from 1934 to 1940 inclusive; where- 
as the ratio from 1920 to 1926, inclusive, 
ranged between 59 and 99.4 per cent, 
with an annual average of 77.5 per cent. 

If another period of recent market his- 
tory is examined, the market community 
finds even more reason to sigh for “the 
good old days.” In the years 1927 to 1929, 
inclusive, the number of listed shares 
was nearly 50 per cent less than the all- 
time peak of 1,442,653,.228, reached in 
the first half of 1940; nevertheless, the 
average annual reported sales volume of 
the 1927-1929 period amounted to 879,- 
132,009, the turnover ratio ranged be- 
tween 93.8 per cent and 131.8 per cent, 
and averaged 116.2 per cent. In other 
words, in those years of active general 
business, the equivalent of the entire 
stock list was turned over—and more! 

The evidence, thus presented, that 
boom times bring an enhanced specula- 
tive and investment interest in stocks 
calls for no embellishment; everybody is 
aware of it. The cloudy question is: what 
forces tend to cause stock market attrac- 
tion to shrink as drastically as it has done 
concurrently with an increase of the ma- 


terials for investment and speculation? 


It is impossible, in trying to approach 
the answer, to attribute low volume of 
share turnover to any recent or current 
lack of price movement in the market, 
inasmuch as recent price swings have 
compared favorably with those in earlier 


periods. For example, the drastic decline 


High capital gains taxes. 
War fears and, finally, war abroad. 


Legally limited transactions by officers, 
directors and large stockholders. 


Rigorous investigations of investment 
trusts, tending to reduce the volume of 
their transactions. 
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in the Fall of 1937 was greater on a per- 
centage basis than that in the collapse of 
1929; yet the turnover ratio for 1937 was 
only 29.5 per cent as against 119.3 per 
cent for 1929. 

Influences peculiar to most of the 
1930's stand, therefore, chargeable with 
the stock market shrinkage. It is hardly 
within the province of an analyst to do 
more than note some of the more im- 
portant of these forces which have been 
applicable to the market :— 

Uncertain prospects of business profits. 

New laws and regulations placing re- 

strictions upon many business activi- 

ties, the issuance of new securities and 
speculative aggressiveness. 


Restrictions on short sales and high 

margin requirements. 

A trend of corporate, institutional and 

bank holdings of securities away from 

corporate securities and toward domes- 
tic governmental issues. 

A dozen other items could be men- 
tioned, but these, of an obvious character 
to followers of stock market events, af- 
ford sufficient explanation for indifferent 
business. When public interest in any 
market, whether for groceries, shoes or 
stocks, remains under persistent handi- 
caps of one kind or another, sales volume 
has slight connection with the amount 


of goods on display. 






















This high-speed machine in Federal-Mogul’s 
plant performs 18 operations in 7 seconds. 


FEDERAL-MOGUL 
CORPORATION 


ITH industry’s activities making 


frequent headlines, the daily 
news is serving to focus investment at- 
tention upon one industrial field after 
.. Aircraft 


... Machine-tool . . . Shipbuilding . . . 


another in rapid succession . 
Steel... Petroleum ... Chemical. 
Another indication, perhaps more rep- 
resentative of industry trends over a 
long period, is found in the roster ot 
American business corporations “com 
ing of age” and gaining representation 
on the New York Stock Exchange. In 
the May, 1940 issue of THe Excuancr 
we pointed out that it was surprising 
that of the companies listed in recent 
months, three were automotive equip- 


ment concerns. Now a fourth has been 


added 


to make up in this one industry 25 per 


- Federal-Mogul Corporation - 


cent of the total original listings within 
an tt-month period. 

“If it’s on the road, it’s on our list of 
Federal- 


products,” is the statement 


Mogul makes when it comes to engine 
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One step in the manufacture of engine bearings — drilling with an automatic precision machine. 


bearings, and this forms as apt an in- 
troduction as any to the business of the 
company. 

Requiring tolerances held as close as 
one-quarter of a thousandth of an inch, 
the manufacture of bearings is a high- 
precision industry. It also is one in 
which laboratory research on improved 
materials has been essential, for while 
the average passenger car engine today 
develops about 75 per cent more power 
per cubic inch of piston displacement 
than in 1925 — and revolutions per 
minute have been increased 27 per cent 

- allowances for bearing dimensions 
have not increased in proportion with 
the work they must do. 

The specialized alloys from which 
bearings are fabricated employ a wide 


range of metals — tin, antimony, copper, 


silver, cadmium, lead, zine and nickel. 
In recent years new impetus has been 
given the industry through the rapid 
expansion of aviation. New products in- 
troduced by Federal-Mogul for aircraft 
engines have included, for example, 
steel-backed bearings to provide rein- 
forcement for lightweight engine crank- 
cases. 

The profit record of the company in 
recent years has been: 


Net Profit 


1935 . $209,205 
1930. 415,075 
1937 - 401,593 
BSD Se Ae a 323,247 
FQQDi. we ee as se 6S 


For the first six months of this year, net 
income (subject to year-end adjustment) 


Was $261,608. 
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With 67 super markets in four states, Union Premier 


OW a valid idea, even though con- 

ceived amid the economic disloca- 
tion of a business depression, can result 
in the building up of a substantial busi- 
ness is the story that lies behind the 
notice flashed over the ticker on July 13, 
“Admitted to the list and to dealings, 
Union Premier Food Stores, Inc., com- 
mon stock, $1 par value.” 

Examples of technological advance- 
ment are legion. This account deals, in- 
stead, with progress in distribution and 
marketing—phases of our economic sys- 
tem perhaps more in need of attention. 

In 1g21 the business which today is 
known as “Union Premier Food Stores” 
consisted of a single corner meat market 
in Harrisburg, Pennsylvania, whose pro- 
prietor probably gave little thought to 


the possibility that some day his enter- 


rang up sales of $24,498,783 in 1939. 


prise would grow so large that it would 
require a nation-wide means of making 
shares in its ownership available to the 
general public. 

By 1932 the business had expanded to 
a chain of 26 grocery stores. The idea, 
which came in 1933, was that the retail 
distribution of food could be better han- 
dled through giant, self-service markets, 
offering automobile parking facilities to 
customers, and having warehouse space 
on the premises. 

Union Premier’s management set out 
to develop “food department stores” of 
this kind. By 1935 it had g of them, and 
the gross sales for the year amounted to 
$5,669,680. At the end of last year, Union 
Premier had 67 super markets, distrib- 
uted throughout Pennsylvania, New Jer- 


sey, Maryland, and Delaware, and rang 





Shopping space in Union Premier’s super mar- 
kets ranges from 5,000 to 30,000 square feet. 


UNION PREMIER 


FOOD STORES 


up total sales for the year of $24,498,753. 

Marketing space in the individual 
units ranges from 5,000 to 30,000 square 
feet. The company prefers to build mar- 
kets between 7,500 and 12,000 square 
feet in size, and has erected two such 
units so far this year —at Lancaster, 
Pa., and at Lawrence, N. J. 

Profits have kept pace with the com- 
pany’s growth. The record for the past 
five years has been: 


Net Profit 


Wis ss ss + « BO 
1930 255,055 
1937 <« «5 + « = « =» 400447 
O80. « ws « » » ORB O70 
TORQ: is 6 sh we ee CS S12,832 


For the twenty-eight weeks ended July 
13, 1940, net income (subject to year-end 
adjustment) was $466,599. 

Advantages claimed for selt-service 
establishments of this type are that they 
allow customers to shop leisurely and 
to avail themselves of an extensive vari- 


ety of products. 
















"THE FLOOR WILL 
TAKE THAT STOCK" 





The scene :—A long-distance telepbone 
conversation of a few years ago. New 
York to Atlanta, Ga. 


“Hello: Mr. Burlinghame? Gregory 
speaking—your broker up in New York. 
Mr. Burlinghame, there’s a block of 7,500 
shares of the Grenadier Corporation 
coming on the market . offered by 
some estate, | understand. I’ve just called 
three other directors Messrs. James, 
Gates and Underhill. Yes, they re taking 
4,000 shares. The quotation, right now, 
is 27), bid, offered at 28. The market's 
dull. Right: 3,500 shares might push the 
price off a bit. Could your group down 
there take “em—say around 27 to 2714? 
You will pay up to 27'4? Okay. I'll put 
it through.” 

Thus a broker, often a specialist on 
the floor of the New York Stock Ex- 
change, would draw the attention of di- 
rectors or substantial stockholders of a 
listed company to an imminent sale of 
their stock, inviting buying interest to 
an unexpected large offering. 

Under present laws, the “support” of a 
stock can seldom be arranged so easily. 
But determination to provide the most 


effective securities market that can be 


4 


© Efficient Handling of Large-Scale 
Transactions in Dull Periods Typifies 
Stock Market "in the Public Interest’ 







developed, in the face of daily share vol- 
umes dwindling to the lowest levels in 22 
years, has been shown by the Stock Ex- 
change recently in absorbing through 
normal market dealings some substantial 
blocks of stock which the owners had 
proposed to sell “off the market.” 

While the offering of 10,000 or 20,000 
shares of a popular issue can be taken in 
stride when the floor market is active— 
with demand, as well as supply, running 
at high levels—in a dormant market it 
can sometimes precipitate a crucial test 
of buying strength. 

Market balance! Perhaps at no point is 
its establishment more problematical, its 
maintenance more delicate of adjust- 
ment, than in the handling of proposals 
for “secondary distributions.” 

After gauging the extent of buying in- 
terest in a specific issue on the Exchange 
market, a principal may decide that a 
large-scale transaction can be effected 
more advantageously through a “selling 
job” rather than through brokers on the 
Exchange floor. He will seek to employ 
salesmen who are in active and confiden- 
tial contact with accounts interested in 
the reverse side of the transaction. The 


procedure has the advantage, as well, 
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of avoiding all possibility of disturbing 
the public market in the stock. 
Whether this—or some other consider- 
ation—be the motivating factor, distribu- 
tions off the organized market, and away 
from its close supervision and spotlight 
of public price information, obviously 
are largely the product of an inordinately 
low level of trading interest on the part 


of the general public. 


Floor Market Has First Call 


Before a Stock Exchange firm can of- 
fer a listed stock in “secondary distribu- 
tion,” it has to secure the approval of 
the Exchange’s Committee on Member 
Firms. If this Committee, upon check- 
ing the condition of the floor market in 
the stock, finds that interest is satisfac- 
tory—and if it is judged that public offer- 
ing of the block will not depress the 
market unduly—then the sale is ordered 
to be made on the floor in accordance 
with the Exchange’s rules. 

Here is a ticklish problem of discretion 
to be exercised in the interest of the pub- 
lic, and one which contributes toward 
making dealings in securities a highly 
specialized business. What constitutes an 


+ 


undue depression in price? Is the advan- 
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tage of attempting to gain for one seller, 
or « small group of sellers, a better price 
than would be obtained “off the market” 
commensurate with the risk of causing 
“paper losses”’—even though temporary 
—to other holders of the stock? 


What is the Record? 

Here are the records of two typical 
cases in which the Exchange ordered a 
sale to take place on the floor. On Feb- 
ruary 2, 1940, a member firm requested 
approval of a plan to distribute “off the 
market” 15,450 common shares of Stand- 
ard Oil of California at 4% point below 
the last sale on that day. When a check- 
up of the Exchange market showed satis- 
factory interest in the issue, the block 
was sold on the floor, bringing a price of 
23>4. The commission charged on the 
sale of a security in this price range is 
$15 a 100 shares. The seller therefore re- 
ceived through the floor market $23.75 
minus $0.15, or $23.60 a share. 

The stock closed that day at 241, 
which, assuming that the “secondary dis- 
tribution” had been carried out under 
this condition, would have established 
the offering price at 2414. But from this 
figure have to be subtracted the under- 
writer’s and dealers’ commissions, which 
would have amounted to approximately 
$0.75 a share for this sale. The transac- 
tion would have brought the seller $23.50 
a share, as against $23.60 a share on the 
Hoor market. 

As for the market history of the stock 
that day, the closing price of 2414 was 


unchanged from the opening. 


Block of 23,000 Shares Sold 


More recently, a block of 23,000 com- 
mon shares of Kennecott Copper was 
disposed of on the floor as follows: 1,500 
shares at 25, or $37,500; 200 shares at 
247%, or $4,975; 400 shares at 24%, or 
$9,750, and 20,900 shares at 24%, or $514,- 
662. After allowing for the commission 
charged at the Exchange’s rate, the net 
to the seller for the entire transaction was 
about $563,437. 





Under the proposal for “secondary dis- 
tribution” of the block, the sale would 
have been made at ¥4 point below the 
day’s closing price of 25'4. From the 
offering price of 251%, or $577,875, would 
have to be subtracted, in this case, under- 
writer’s and dealers’ commissions of ap- 
proximately $23,000. This would have 
left about $554,875 for the sel'er. 

For purposes of simplification, the 
amount realized by the seller in these ex- 
amples has been given before Federal 
and New York State stock transfer taxes, 
which, of course, are levied at an identi- 
cal scale of rates on both Stock Exchange 


and “off the market” transactions. 


Trend of Secondary Distributions 


On the other hand, the Exchange 
found it advisable during 1939 to ap- 
prove 48 “secondary distributions,” in- 
volving 467,029 shares of 43 different 
listed stocks; and during the first six 
months of this year, it approved 33 dis- 
tributions for 962,309 shares of 31 listed 
stocks. 

In approving this type of trade, the Ex- 
change measures the security involved 
from a somewhat different standard than 
if the issue were entering into normal 
market dealings. For while securities are 
bought and sold on an agency basis on 
the floor, people are persuaded to buy in 
“secondary distribution.” The Stock Ex- 
change has therefore established a policy 
of prohibiting the “secondary distribu- 
tion” by its member firms of any secur- 
ity which has not shown an earnings 
record for at least one year prior to the 
proposed distribution. 

More intensive methods of seeking out 
the accounts that have a logical interest 
in specific transactions—and elimination 
of the information “leaks” which might 
permit anyone to take “free rides” in the 
market — have made for more efficient 
administration of this phase of the mar- 
ket’s operation in recent years. 

But support of the market is not as 
easy to enlist as it should be, what with 
officers, directors and substantial stock- 





holders of corporations—the very indi- 
viduals most logical to look to for spon- 
sorship when the corporation’s shares are 
under stress—discouraged from entering 
the market by the Securities Exchange 
Act of 1934. Under the terms of this 
statute, profits realized from the pur- 
chase or sale of shares of a corporation 
by its officers, directors or substantial 
stockholders within any period of less 
than six months are recoverable by the 
corporation. 

The economic implications of such a 
restriction reach beyond the immediate 
act of hindering a purchase or a sale to 
take in such considerations as the adapt- 
ability of investment, the mobility of 
capital, and other related factors which 
are bound to come in for increased atten- 
tion as plans for financing the national 


defense program take shape. 





OTHER PEOPLE’S BUSINESS 
(continued from page 1) 


expected to occupy the representatives 
of the public. On the obverse side, the 
public Governors were supplied with 
material with which to interpret in their 
own professional or business circles, or 
to even greater audiences, the acts of 
the Board. 

Another way to say the same thing 
would be to describe the activities of 
the public Governors as part and parcel 
of the Stock Exchange’s public relations 
efforts. It would fall short of accuracy 
to designate these officials as liaison men, 
hinging the Stock Exchange and _ its 
services to the employers of brokerage 
services, for by the nature of their posi- 
tions the interests of the public: must, 
with them, supersede the interests of the 
Stock Exchange. But no better wav ex- 
ists to evolve sound measures to cultivate 
public good-will than through a staunch 
and enlightened partisanship of public 
needs at the very center of operations, 
whether in a stock exchange or an 


industry. 




























Britain’s determination to expedite the 
shipment of materials essential to her 
defense has been vividly demonstrated 
by the recent purchase of a large flying 
boat to carry aluminum from the United 
States to England. Will England soon be 
relying upon the Americas to fulfill 
a greater share of her petroleum needs? 

On the preparedness front, few indus- 
tries find themselves better equipped 
than 


petroleum. The lone potential 


shortage in aviation gasoline—a product 








Oil Looms Larger In War Economy 


(continued from page 4) 


requiring high-octane blending stocks— 
is being alleviated through educational 
orders placed by the government. The 
National Defense Commission has in- 
formed the industry that it will be look- 
ed to, as well, for the production of sub- 
stantial commercial quantities of syn- 
thetic rubber, and for the manufacture 
of toluol—an ingredient essential in the 
making of explosives. 

One factor giving the industry great 


leverage is that, should demands upon it 






suddenly increase, production at oil wells 


and refineries can be speeded up with 
less additional investment than will be 
required for the expansion of other de- 
fense industries such as, say, armaments 
and aircraft. 

Oil’s course has been unique. In each 
one of the past four years crude produc- 
tion in the United States has surpassed 
the 1929 level. And the 1940 output pro- 
mises to set a new high record for all 
time. Refineries in the country totaled 
547 at the beginning of the year, and the 
the 


number in operation—461—was 


highest ever recorded. 





MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 
MONTH END DATA JULY 
1. Shares Listed (Mil.) 1,454 
2. Share Issues Listed (No.) 1,233 
3. Par Value of Bonds Listed (Mil. §) 93,431 
!. Bond Issues Listed (No.) 1,350 
>. Total Stock and or Bond Issuers ( No.) 1,298 
6. Market Value of Listed Shares (Mil. §) 39,992 
7. Market Value of Listed Bonds (Mil. §) 18,602 
8. Market Value of All Listed Securities (Mil. §) 88,594 
9, Flat Average Price—All Share Issues (S$) 36.16 
10. Shares: Market Value~Shares Listed (S$) 27.91 
11. Bonds: Market Value—Par Value (S$) 90.96 
12. Stock Price Index (12/31, 24100) (%) 54.6 
13. Shares in Short Interest (Thou.) 179 
14. Total Member Borrowings in N. Y. on Collateral (Mil. $) 342 
Per Cent of Market Value of Listed Shares (%) 0.86 
15. N. Y¥.S. E. Members’ Branch Offices (No.) 1,044 
16. Total Non-Member Correspondent Offices (No.) 3,412 
DATA FOR FULL MONTH 
17. Reported Share Volume (Thou.) 7,304 
Daily Average (Incl. Saturdays) (Thou.) 281 
Daily Average (Exel. Saturdays) (Thou.) 312 
Ratio to Listed Shares (G) 0.50 
8. Total Share Volume (Inel. Odd Lots) (Thou.) 
19. Money Value of Total Share Sales (Thou. $) 
20. Reported Bond Volume (Par Value ) (Thou. §) 98,120 
Daily Average (Inel. Saturdays) (Thou. $) 3.774 
Daily Average (Exel. Saturdays) (Thou. §) 4,147 
Ratio to Par Value of Listed Bonds (%) 0.185 
21. Total Bond Volume (Par Value) (Thou. $) 
22. Money Value of Total Bond Sales (Thou. §) 
23. N.Y. S. E. Memberships Transferred (No.) 7 
Average Price (8) 38.400 
24. Stock Clearing Corporation: 
Value of All Contracts (Mil. §) 1,165 
Average Price of Settled Shares ($) 21.4 
Notes: Source of the data is N.Y.S.E. Items 13, 14, 18, 19, 21, 22 and 24 are as of ledgers which normally reflect transactions 
up to the close of the second full preceding business day. Item 24: Value of all contracts is based on Day and Night Branches 
combined; average price of settled shares ix based on share balances settled through the Day Branch, R 


1940 1939 
JUNE MAY JULY 
1,450 1,447 1,430 
1,232 1,234 1,230 
92,879 93,414 52,610 
1,358 1,369 1.384 
1,297 1,299 1,298 
38,775 36,546 44,762 
17,666 16,937 19,007 
86.441 83,483 93,769 
35.04 33.48 39.97 
26.74 25.26 31.31 
90.14 87.87 93.15 

33.1 50.2 62.2 
147 128 482 
332 109 a4 
0.86 1.12 1.24 
1,050 1,046 1,066 
3,484 3.518 1,046 
15,575 38,965 18.068 
623 1,499 723 
708 1,625 826 
1.08 2.69 1.26 
20,107 93,943 24,519 
187,116 1,241,492 677,292 
102.663 176,105 119,431 
4,107 6,773 1,777 
1,646 7,328 5,909 
0.193 0.329 0.227 
114,651 179,936 123,949 
74,484 115,226 87,837 
tR 4 2 
11,000 50,667 62,000 
5209 2.308 1,615 
2a 20.6 24.8 


Revised. 
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Opinion - Points of View - Counsel 


Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


NEW YORK CITY 
More favorable emphasis than is war- 
anted by cold facts could easily be laid 
upon the situation of American securi- 


ties markets as the only ones of import- 


ance which are able to operate with “free- 


dom,” so it seems to me. A “free” market 
is as open to selling as to buying. For 
some time before Europe got into its 
present straits, the nations over there 
were fairly continuous sellers of Amer- 
ican stocks and bonds back to American 
buyers. Is there anything in sight to in- 
dicate that this tendency may not con- 
tinue for a long time to come? Be accel- 
erated, in fact, when peace comes and 
many nations need working capital? Of 
course, our Treasury is maintaining a 
control of liquidation by foreign govern- 
ments, but the dribble of private hold- 
ings into our markets must be consider- 
able—and likely to grow in size. This is 
something for bullish speculators to 
think about. 
N. C. S. 


SCRANTON, PA. 


...- 1] won't trouble you with any of my 
ideas about economic matters, which are 


usually incorrect, but when it comes to 


investments, I know what I want and a 
person would have a job on his hands to 
budge me. I want an old stock which has 
been pretty consistent about dividends, 
and I want a market like we have had 
since the shake-down in May. Narrow 
fluctuations suit me. I like to figure my 
income from one day to the next with- 
out having to trace price movements all 
over the lot. In other words, I want in- 
come, as good as I can get, and not big 
jumps of prices, up or down. 


S. McC. R. 


PEITTSSURGH, PA: 

“Western Hemisphere for Western 
Hemispherers” might be a kind of slo- 
gan to emphasize some of the conjec- 
tures advanced in the article in last 
month’s issue of Tue Excuance, which 
I enjoyed reading but could not sub- 
scribe to entirely. Just the same, the fact 
that New York City has become, cur- 
rently, the world’s financial capital gives 
the imagination something to deal with. 
It was in the same position once before, 
d’ye remember ? — during the later years 
of the World War. The world was then 
Our oyster, not the Western Hemisphere 


alone. And how we manhandled the op- 


portunity! Can you recall how we spread 
our wings and flew high in commodi- 
ties? Do you remember the losses sut- 
fered along about 1921? Do you recall 
the plan for a giant export company 
which, after being kicked around for 
some time, was laughed clear out of a 
bankers’ meeting? If those experiences 
left some education in their wake, we 
may be more practical and less visionary 


this time. 


J. D. K. 


MONTCLBLATE, N. J. 

A retired advertising man, it is a fixed 
habit with me to run through the adver 
tisements of a publication before paying 
much attention to the articles. If a sug- 
gestion may be made and received in a 
professional spirit, it is that Tue Ex- 
CHANGE carry a fair amount of acceptable, 
well designed “ads.” Whether or not the 
additional revenue might appeal to you, 
advertisements help to “dress” the col- 
umns of any periodical which goes to an 
audience that could be described as dis- 
criminating. I am excepting, of course, 
the back cover which is already being 
used to simplify some phases of the busi- 


ness of investing money. i phe cabal 
; : Ce. 



































EARLY SETTLERS may have 


liked Bear Meat for Breakfast 


De hefty a protein, cooked over an open fire 
and served upon pewter plates laid on a wooden 
slab naked of napery, filled a Colonial need but 
failed to satisfy American taste for the better 
things. 

Something beside the march of dietary pro- 
gress is pictured on this page. 

The modern, more palatable domestic scene 
unites homely simplicities with profit-making 
business . . . industry in indispensable forms. 
Consumption goods, such as cereals, butter, cof- 
fee, bread, and the utilities which help prepare 
100,000,000 breakfasts every day of the year, 
create substantial corporate earnings. 

Upon the New York Stock Exchange is the 


principal market for stocks of many of the lead- 
ing companies in the production and distribution 
of food, gas and electricity. For the calendar 
year of 1939, 70 of these corporations reported 
net earnings of $473,226,975 and 61 distrib- 
uted a total of $360,605,982 in dividends — 

. money earned in supplying the common- 
est yet most essential of living requirements . . . 
money returned to consumer-investors who 
make their selections from the diversified stock 
listings of the nation’s largest organized market. 








Member Firms Provide Country-Wide Service 


for Dealings On the New Dork Stock Exchange 











